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SOCIAL DUTIES 
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CHAPTER IX. RIGHTS AND RESPONSIBILITIES OF THE GREAT 

CORPORATIONS 

A new version of the story of the Good Samaritan is ready for 
publication. In the beautiful old story, spoken at a time when 
government was above the people^ the charitable man who found the 
stranger dying in his blood, took care of him and paid for his healing. 
In the modern version the Good Samaritan not only takes the robbed 
and wounded man to a hospital, but immediately goes after the 
robbers and brings them to justice ; and for this he must have the help 
of other useful citizens and of government itself; hence now-a-days 
the good man goes into politics. 

What we now call "democracy" and "solidarity" are just the 
ancient Christian virtues of kindness, brotherhood, and justice adopted 
into national morality and made into laws, courts, and administration. 
Christianity has not disappeared, it has become incarnate in wider 
and powerful political and economic organizations and institutions. 
Hence a Christian man, to find his duty, must not only study his Bible 
but also his economics, politics, and sociology; and there also he will 
discover his religion at work, demonstrating its truth and goodness 
by deeds. If religion is not dominant in business and law it is power- 
less in the petty circles of individual relations. Smoke from a factory 
chimney pours into the open windows of the church and blackens the 
very sanctuary. 

I. THE NEW FACT OF THE PRESENT 

The new fact of modern times is the organization of industry on 
a vast scale and in impersonal corporations. In manufactures, 
transportation, and trade economic organization has assumed colossal 
proportions, especially in America and in recent years. There have 
been distinctions of rich and poor in the past, and combinations of 
capital have not been unknown in former ages ; but the huge aggre- 
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gation of capital under the control of corporations is the distinctive 
mark of our economic order. 

II. CAUSES OF THIS TENDENCY TO CONCENTRATION OF LARGE CAPITAL 

IN FEW HANDS 

i. There are usually extensive economies in cost of production 
where manufacture, sale, and transportation are carried on upon a 
large scale. It is easy to illustrate this fact from making candles by 
the dozen to manufacturing them by the car load ; from weaving coarse 
cloth by hand to the looms where a girl does more work than many 
men could formerly turn out; from cart to freight train; from sailing 
ship to ocean transportation companies. Everywhere cost dimin- 
ishes, product per worker increases ; but only on condition that people 
work in large numbers. 

2. Since the cost of producing, transporting, and selling goods is 
lower, in consequence of these economies, the price at which they can 
be sold to the consumer is less. This is always true if there is compe- 
tition, and the advantage to the capitalist cannot be retained altogether 
in his own hands. When women, who are the principal shoppers, 
seek bargains they soon find the places where prices are lowest, and 
there they buy. Generally it is the department store which offers the 
greatest variety of wares at lowest cost, and there the shoppers gather. 
It is the consumers who build up the great corporations ; it is they who 
starve out the little shops, petty manufacturers, and merchants. 

3. It is true that there is often an illegitimate force at work to 
produce concentration of productive agencies and capital; as when the 
capitalist secures advantages over competitors by fraud, by bribing 
public officials, by making secret terms with railroads and other 
transportation companies, and by other immoral and illegal methods. 
It has not always been easy for the general public to discover these 
unjust and hurtful methods of securing control and undue advantage 
over competitors and consumers, for such measures are naturally 
carried out in secret; when they are discovered there is indignant 
denial; and not seldom the charges made are false, resulting from 
disappointed greed or envy or ignorance. 

It is true that extraordinarily large fortunes generally go with unusual 
commercial ability, and to this extent genius is a cause of concentration 
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of wealth. But immense fortunes often go to men who may be 
financially efficient, yet dangerous citizens; sometimes wealth results 
from a series of accidents ; sometimes it is inherited by incompetents 
and held together by trust companies. There is not much difference 
in ability between financiers of this generation and those of past 
generations; but there are enormous differences in riches. Therefore 
great wealth cannot be in any sort of ratio to the ability of possessors, 
and evidently is not uniformly the reward of virtue. 

III. MODE OF APPROACH TO THIS PERPLEXING PROBLEM OF RIGHTS 
AND RESPONSIBILITIES OF MANAGERS OF GREAT INDUSTRIES 

The reader is earnestly requested carefully to study again the con- 
tents of our first chapter, the analysis of the ends and elements of 
social welfare. What is right, what is duty, what is good, and what is 
the moral obligation of the community in relation to these new forces 
of concentrated wealth and industrial activity ? We must remember 
that what is good is the welfare of all men, women, and children in 
the nation, not merely the welfare of a class, however large; that 
welfare includes physical, material, and spiritual good; and that 
order, liberty, and opportunity are the necessary social conditions 
for the common realization of welfare as thus described. All these 
facts must be held together in the mind and balanced there. This is 
not easy; it is difficult and some think impossible; but if one element 
of welfare is left out, or one citizen, however humble and vicious, is 
ignored, action of the community is by so much immoral, unjust, 
unreasonable. 

The more weighty, complex, and difficult the problem is, the more 
necessary is it to suspend judgment until all facts are in, and to use 
all possible diligence and care to discover the facts just as they are. 
Reality will avenge itself on falsehood, whether intentional or not. 
This is true of a scholar's book, of a preacher's sermon, of a law enacted 
by Congress, or a decision of a supreme court. A traditional, 
conventional, fashionable lie can never do the work of truth. Majori- 
ties do not change reality, and some of the worst wrongs have been 
perpetrated by the voice of the people. One of the chief moral tasks 
of our age is to teach the people what is just and right, especially in 
vast affairs. 
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Let us take some illustrations of the complexity of considerations 
of right and wrong in relation to industry and trade. From the stand- 
point of a director of an urban electric-lighting company the test of 
success might be the profits which flow into his own bank account; 
but this test is not final. There are the interests of stockholders who 
have, some of them out of meager means, furnished the capital for 
the enterprise ; and there are the interests of consumers of light ; and 
beyond that the security of order, life, and property in the city, the 
danger of corrupting the city council, and a hundred other considera- 
tions. It is precisely because some strong men have regarded only 
their own personal interests and have ignored the sufferings and rights 
of others that we witness the rise of so many colossal sins and iniquities. 

In the manufacture of iron and steel America has won splendid 
triumphs, and the prices of steel wares have been lowered for the 
multitudes of consumers. Yet both manufacturers and the public 
have enjoyed these enormous advantages largely at cost of the work- 
men in the mills, thousands of whom have been tortured, maimed, 
killed, and their widows and fatherless children left to pauperism and 
vice, because safety appliances were neglected in the hot pursuit of 
cheap iron and large dividends, and because American employers 
have not provided accident insurance for their employees, as is done 
in all other Christian lands. The fact is that this rich and prosperous 
country has been willing to enjoy the results of toil and agony, and 
throw the chief cost upon poor immigrant workmen. 1 

This article will not solve any problem nor set any question at 
rest ; but it is to be hoped that it will lead many to avoid snap judg- 
ments, and show students of social morality what hard and prolonged 
thinking it will cost to form an opinion which has any value. 

In a simple rural community, such as were those in which our 
ancestors lived, it was not usually very difficult to see the right way. 
If a man stole a pig or a load of grain the plain fact could be proved 
and the wrong was clear to anyone. But who can be quite sure that 
a great corporation or a ring of politicians is stealing from him in 
excessive prices for goods, in tariffs, or in taxes ? Men are not likely 

1 See article by W. Hard, in Everybody's Magazine, November, 1907; Charities 
and Commons, February, 1901, and December, 1907; various articles in the American 
Journal 0} Sociology, 1907-8, by C. R. Henderson on " Industrial Insurance." 
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to call attention to themselves with a megaphone at a moment when 
their hands are deep in public funds ; and even if they are discovered, 
they look innocent and shout out against "agitators" and "dema- 
gogues." Still more curiously such plunderers are frequently sincere 
when they complain of the criticisms of the public. First they hide 
the facts and then berate their critics for ignorance of business ! 

Thought and action are inevitable and necessary. There is a 
crisis. The nature of the moral crisis may be stated in several propo- 
sitions : Experience shows that arbitrary and unquestioned power in 
the hands of private men of ability is sure to be abused, if there is 
money to be made by the abuse. The transfer of property to a small 
group of irresponsible persons without just equivalent means hardship 
and ruin for many thousands. The use of arbitrary power over capi- 
tal, labor, and commerce, secretly, without criticism and publicity, 
tends to paralyze the moral nature of those who exercise it, until they 
actually call darkness light, and black white. Such evils only in part 
correct themselves, for commercial and political corruption is not a 
"self -limiting disease." Most of the abuses of extraordinary power 
are so closely connected with valuable public services that they can 
be corrected only with the greatest wisdom and care. Thus, for 
example, speculation in stocks, bonds, grain, oil, etc., is hard to regu- 
late without destroying the business of dealing in these commodities. 
In the management of manufactures, railroads, and commerce, the 
business requires ingenuity, energy, central administration, and 
interference must be extremely wise if it does not injure public 
interests. 

Examples of the complaints of abuses of power by privileged cor- 
porations may here be cited, not to create prejudice but to direct 
thought upon specific problems. 

In more than a few instances it can be shown that small groups 
of astute directors have established railroads by favor of the state 
giving bounties in land and money, by giving valuable franchises 
amounting to monopoly without any return; then the directors have 
so manipulated the road that the stockholders have been cheated out 
of their investments, that the inside "ring" might become enriched; 
and then the rates have been so arranged as to favor selected customers 
and towns at the expense of other customers and towns. At every turn 
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only one interest has controlled all action — the interest of the little 
group of directors who were in the secret of management. 

The manufacturers of steel and steel products have been arraigned 
for alleged misconduct and selfish policy; and it has been asserted 
specifically that they have secured from Congress special tariffs on 
imported steel and then charged American customers higher prices 
than they charged foreign customers ; that they have ruined competi- 
tors by unfair means; that they have exploited their workmen by 
working them inhumanly long hours, subjecting them to unnecessary 
perils of life and limb, and leaving them to starve when they were 
disabled in the course of their occupation. 

Other large corporations dealing in sugar, flour, oil, and other 
necessary commodities are charged with suppressing competition an 
then raising the price of the goods beyond what it would be if compe- 
tition prevailed; that they have corrupted legislatures and courts to 
gain their ends; that they have burdened every poor family with 
an excessive charge for their services; and that the successful 
manipulators spend much of the fortune in luxury and waste and 
to the moral degradation of their heirs left without a motive for 
industry. 

It is constantly affirmed by men who have studied specific cities 
that the privileges of franchises giving the exclusive use of public 
property in streets to private persons for street cars, gas pipes, water 
works, telephones, etc., have often been secured without adequate 
if any return to the people by bribing members of city councils to be 
untrue to their constituents. 

It has been discovered that selected taxpayers have bribed or brow- 
beaten assessors and so hidden millions of personal property from 
taxation, thus throwing the burden of supporting government and 
schools upon others much less able to bear this burden. A business 
which does not carry its part of taxation has a great advantage over 
those whose managers willingly or unwillingly pay the full sum due. 
If a rich merchant's goods and house are worth one million dollars 
and assessed for taxes at five hundred thousand dollars, while a poor 
grocer's property worth two thousand dollars is assessed for taxes 
at eighteen hundred dollars, there is a huge injustice ; and such inequal- 
ity is only too common. 
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IV. WHAT IS SOCIAL DUTY IN VIEW OF SUCH FACTS ? 

i. Individual virtue goes but a little way in such a situation; the 
only effect of being a virtuous taxpayer is to be robbed by tax-dodgers 
who make lying and even perjured returns to assessors. It does a 
family little good to be honest when transportation and lighting com- 
panies are laying enormous charges upon them in monopoly prices 
for goods and services. We must find a way to educate the conscience 
of the great managers or compel them to do justly. 

Unfortunately the obligation of the managers of our corporations to the 
public is not yet as clearly recognized as their obligation to the stockholders. 
Some of those who are most scrupulous about doing all that they can for the 
stockholders make this an excuse for doing as little as they can for the public in 
general, and disclaim indignantly the existence of any wider trust or any outside 
duty which should interfere with the performance of their primary trust to the 
last penny. There is many a man who in the conduct of his own life, and even 
of his own personal business, is scrupulously regardful of public opinion, but who, 
as the president of a corporation, disregards that opinion rather ostentatiously. 
Personally he is sensitive to public condemnation, but as a trustee he honestly 
believes that he has no right to indulge any such sensitiveness. He is unselfish 
in the one case, and selfish in the other. 2 

2. It is evident that no wise and salutary action can ever be taken 
in the dark by citizens who are excited to indignation over stories 
of their wrongs but who do not know the facts from trustworthy and 
reliable sources. If a private citizen asks a corrupt manager for 
facts he will be kicked out of the office ; indeed he can never secure an 
interview with the person really responsible. 

Public corporations must have public accounts, for publicity alone 
will enable the citizens to act justly both to the corporations and to 
the community. For the nation is really served by corporations and 
with great efficiency, and it is only abuses that require correction. 
An honest directorate will have nothing to conceal; and brigands 
should be forced to show their accounts. The necessity for publicity 
has been acknowledged officially by one of the greatest corporations 
the world has known : 

I say with the utmost frankness that I now believe the policy of silence which 
the company maintained for so many years, amid the misrepresentations which 

3 A. T. Hadley, Standards of Public Morality, p. 84 ff. 



SOCIAL DUTIES 201 

assailed it, was a mistaken policy, which, if earlier abandoned, would have saved 
the company from the injurious effects of much of that misrepresentation. 3 

When the multitude of consumers whose painful daily economies 
compel them to give attention to all that affects their interests seek 
for light on the conduct of quasi-public corporations, they are baffled 
by conflicting reports and rumors; they are virtually compelled to 
pass some sort of judgment and seek relief. If the only persons who 
know all the facts refuse to make statements, an adverse judgment is 
inevitable and, if uncontradicted, will surely find expression in legisla- 
tion. The people must finally be trusted with the truth, and they 
will insist on having it. 

The leaders of the great industries are usually selected from our 
most capable men; the representatives of government are frequently 
incapable, if not dishonest and corrupt; and it has been natural that 
strongly individualistic "captains of industry" should despise officials 
and resent their interference. But not all public officials are weak 
and wicked ; and if they were the leaders of corporations should be the 
first to help secure better men for office ; for after all corporations are 
but creatures of government and have no rights except what they 
have been conditionally given by government of the people and for 
the people. Success in amassing wealth may blind arrogant business 
men to this commonplace fact, but blindness is not a good qualifica- 
tion for facing reality, and the people "cannot be fooled all the time," 
as Lincoln said. 

In the words of President Hadley, who, as a conservative and 
instructed economist, is entitled to respectful hearing: 

The constitution guarantees that no man shall be deprived of his property 
without due process of law; that no state shall pass any law impairing the obliga- 
tion of contract; and that a corporation has the right of a person in the sense of 
being entitled to fair and equal treatment. The conservatism of the American 
people goes farther than this. It supports a business man in the exercise of his 
traditional rights, because it believes, on the basis of the experience of centuries, 
that the exercise of these rights will conduce to the public interests. It puts the 
large industries of the country in the hands of corporations, even when this results 
in creating corporate monopoly, because it distrusts the unrestricted extension 
of government activity, and believes that business is on the whole better handled 
by commercial agencies than by political ones. But every case of failure to meet 

3 John D. Arrhbold, vice-president of the Standard Oil Company, in Saturday 
Evening Post, December 7, 1907. 
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public needs somewhat shakes the public in this confidence; and this confidence 
is not only shaken but destroyed if the manager of a corporation claims immunity 
from interference as a moral or constitutional right, independent of the public 
interests involved. Those who fear the effects of increased government activity 
must prove by their acceptance of ethical duties to the public that they are not 
blind devotees of an industrial past which has ceased to exist, but are preparing 
to accept the heavier burdens and obligations which the industrial present carries 
with it. 

In the long run business men, courts, legislators, governors, and 
presidents will do what the people believe ought to be done; and 
what the people think and will comes from the wide diffusion of knowl- 
edge of facts and principles. Therefore when the Christian young 
men of the nation band together for years, part of every Sunday, to 
learn what is right in great affairs, the tendency will be to make cor- 
porations more regardful of alert and educated public opinion. The 
church as an organization can take no partisan position, cannot enforce 
laws nor make them, cannot have a political policy or programme; 
but it can and should help to educate men and women who know 
what is right and will have the moral courage as citizens to demand 
and enforce reasonable laws. 

3. Even as it is we can expect much from resolute and intelligent 
action by executive officers of government and from courts in the 
enforcement of law as it stands now. For example, a sturdy and 
honest president has brought to their knees rich men who were literally 
stealing lands and mines and timber which belong to the nation. 
Without partiality the national conscience demands of public leaders 
that they punish and repress tramps, thieves, robbers, and burglars, 
whether the property stolen is a paper of pins, or a coal mine, a rail- 
road, an insurance fund, or a forest of valuable trees. 

The revolution in the corrupt management of certain great life- 
insurance companies is an example of what may be done by an enlight- 
ened public opinion acting through capable and upright executives. 

4. Short of socialism there are various methods by which the public 
can protect its rights against the encroachment of corporations which 
it has created and which have grown under benign protection of law 
to such huge proportions. The courts have already so interpreted" 
the laws and applied them in particular cases as to prevent selfish 
and unscrupulous use of power and wealth and commercial organiza- 
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tion. Courts are human in character and judgment, and they cannot 
go beyond constitutions nor laws made within constitutional limits; 
and often they are under the hampering influence of traditions which 
no longer fit modern industrial conditions. But with all their limita- 
tions the courts of our land are the best representatives of a wise, 
careful, just judgment of the common welfare. 

Next to courts of law come the commissions which are appointed 
by states and federal government to regulate the action of corporations 
and see that they conform to the law. The most conspicuous and 
well-known example of this method of public control is the Interstate 
Commerce Commission, whose chief task is to regulate the conduct 
of the railroads in matters of rates. 

When a corporation is created and given a franchise the state or 
city may control its conduct in the future by making it a condition that 
a certain part of the profits go to the community treasury, or that 
streets be kept in good order, or, that fares are reduced, or that working- 
men are humanely treated in matters of hours and wages. The granting 
of a franchise is an opportunity for the public to restrict the selfish- 
ness of a corporation and to oblige it to respect various common rights. 

Another method of control is public ownership of plant, as of tracks 
and cars of a street railway, with leases to corporations on fixed terms 
which protect common interests during the life of the contract. 

In the last resort, and when all milder measures seem to fail, the 
city, state, or nation always reserves the right to purchase and con- 
trol any kind of business, and so manage it that the profits shall go 
to all and the employees shall be treated as the conscience of the 
people requires. In its extreme application this would be socialism, 
a system under which all capital, all instruments of production, would 
be owned and managed by the community. For reasons already 
indicated the people of America and other modern nations never 
resort to this method until all others fail. Examples of such public 
management may be seen in caring for the sewerage of cities, rivers, 
and harbors, the federal post-office, city water works, and some other 
public utilities. 

TOPICS FOR STUDY 

At the conference on trusts and combinations held in Chicago, October, 1907, 
under the leadership of the National Civic Federation, the following subjects were 
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considered: Should the federal government alone, or in harmony with state govern- 
ments, regulate interstate commerce? In relation to corporations: How should 
they be constructed? Should there be national corporations as well as those 
created by the state ? What should be the basis of capitalization of corporations ? 
of their internal control ? the provisions looking to the protection of investors and 
stockholders, as well as fair dealing with the public ? Should there be a distinction 
between public-service and other corporations? Should quasi-public utilities, 
like gas, electric lighting, and street railways, be considered natural monopolies 
to be regulated by the municipality ? What is the just and practicable limit of 
restriction and regulation, federal and state, of combinations in transportation, 
production, distribution and labor ? Shall the Sherman anti-trust act be amended ? 
If so, how ? 

From the highest official in our nation, President Roosevelt, we 
have clear, strong, and distinct declarations of the moral principles 
which are at the heart of the recent movement to protect honest cor- 
porations, to punish criminals in high places, and to protect the just 
rights of stockholders, employees, consumers, and all members of 
the community. Perhaps we cannot find a more accurate statement 
of the general drift of educated public opinion, although considerable 
differences of opinion exist in respect to particular points, than in the 
following utterance by the President : 

Experience has shown that it is necessary to exercise a far more efficient control 
than at present over the business use of these vast fortunes, chiefly corporate, in 
interstate business. 

There is no objection in the minds of this people to any man's earning any 
amount of money if he does it honestly and fairly, if he gets it as the result of special 
skill and enterprise, as a reward of ample service actually rendered But there 
is a growing determination that no man shall amass a great fortune by special 
privilege, by chicanery and wrong-doing, so far as it is in the power of legislation 
to prevent; and that the fortune shall not have a business use that is antisocial. 

Every honest manager of a great corporation will desire the 
enactment and enforcement of laws which prevent the unscrupulous 
from having an advantage in the struggle for wealth. President 
Roosevelt also said : 

One great problem that we have before us is to preserve the rights of property; 
and these can only be preserved if we remember that they are less in jeopardy 
from the socialist and the anarchist than from the predatory man of wealth. It 
has become evident that to refuse to invoke the power of the nation to restrain the 
wrongs committed by the man of great wealth who does evil is not only to neglect 
the interests of the public, but also to neglect the interests of the man of means 
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who acts honorably by his fellows. The power of the nation must be exercised to 
stop crimes of cunning no less than crimes of violence. There can be no halt in 
the course we have deliberately elected to pursue, the policy of asserting the right 
of the nation, so far as it has the power, to supervise and control the business use 
of wealth, especially in its corporate form. 

Those who object to this language must do so on the ground that 
private interests ought to be permitted a free field, even with numerous 
special privileges, without any right on the part of the great public 
even to ask how their conduct affects the people. That would be 
slavery, and submission would be a confession that the nation was not 
fit to live. 

Legal and social responsibility must be fixed on responsible 
persons, not on underlings. Stockholders of corporations are scat- 
tered over the world and ask only for dividends on investments. To 
fine the company has no effect so long as it is cheaper to pay fines 
after long litigation than to correct abuses. It is unjust to punish 
subordinates who may even have protested against the wrong but 
have been overruled with threats of dismissal, by the men at the head. 
If the public desires to secure its welfare it must strike at the top, it 
must hit the men who direct or profess to direct the policy of the 
corporation. If a few directors were sent to the penitentiary for long 
periods or arrogantly defying the law, there would be fewer rich men 
who pretend to belong to the boards of dozens of corporations and 
know really little of any one of them except the balance sheets. It 
is said that we have no right to criticize the managers of corporations ; 
that such criticism injures credit and brings on crises and serious 
disturbances in the financial world. But while there is much criticism 
that is ignorant and misdirected, are not the dishonest directors most 
to blame ? It is notorious that the very greatest insurance companies 
were nests of robbers, as is shown by the reorganization after exposures 
which brought a useful business and our nation into contempt. Busi- 
ness men of unquestioned integrity and intelligence have found in 
various cities that in securing franchises the honest men had no 
chance of success in competing with thieves who were not too scrupu- 
lous to bribe councilmen and fix primaries. Demagogues are to blame 
for a great deal of mischief, and labor leaders sometimes excite class 
hate and prejudice; but they derive their keenest arguments from 
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statements made by competent lawyers, judges, and business men who 
lay bare the actual deeds of corporate wrong-doers. Resistance to 
life-saving devices on railroads, guards to dangerous machinery, 
prohibition of child-labor in mills and factories is not a secret but is 
known to every wage-earner and social student in the nation. And 
until this selfish policy is openly and resolutely fought by managers 
of corporations, and until they cease supporting costly lobbies at 
state capitals to defeat humane and reasonable laws, the innocent 
majority must suffer with the minority of directors. It is idle to affirm 
that all this antagonism to corporate mismanagement is without 
ground. It is bad enough to do wrong to millions ; it is national moral 
ruin to suppress discussion by threats of panics. A panic would be a 
blessing if it would sweep away all the gigantic corruption and rob- 
bery which have slain millions of children, debased political life, set 
wage earners into a separate class against all others, made virtue seem 
the badge of weaklings, taught the masses to regard the church and 
college as the ally of strong public enemies, used the press to throw 
sand in the eyes of the public, and made men feel that their very souls 
were the slaves of some unseen power, and not "that which makes for 
righteousness." 
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